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DIGEST: 
Loan c l o s i n g  costs c h a r g e d  a s  a lump-sum f e e  
i n  t h e  p u r c h a s e  of a r e s i d e n c e  a re  c o n s i d e r e d  
f i n a n c e  c h a r g e s  u n d e r  1 2  C.F.R. 2 2 6 . 4 ( a ) ,  
de sp i t e  a c o n t r a r y  c h a r a c t e r i z a t i o n  b y  t h e  
l e n d i n g  i n s t i t u t i o n  o n  t h e  l o a n  d o c u n e n t s .  
T h e r e f o r e ,  u n d e r  F e d e r a l  T r a v e l  R e g u l a t i o n s ,  
para.  2-6.2d ( 1 9 8 1 1 ,  a n  e m p l o y e e  t r a n s f e r r e d  
t o  a new d u t y  s t a t i o n  may n o t  r e c o v e r  l o a n  
c l o s i n g  cos ts  i n c u r r e d  i n  p u r c h a s i n g  a 
r e s i d e n c e  a t  t h e  new d u t y  s t a t i o n  w h e r e  t h e  
f e e  i s  c h a r g e d  as a lump-sum w i t h  n o  b reakdown 
o f  w h a t  p a r t ,  i f  a n y ,  may be r e i m b u r s e d  u n d e r  
1 2  C , F . R .  S 2 2 6 . 4 ( e ) .  

T h e  i s s u e  i n  t h i s  case is w h e t h e r  M r .  W i l l i a m  R. 
P i e r s o n ,  a n  e m p l o y e e  o f  t h e  D e p a r t m e n t  o f  t h e  I n t e r i o r ' s  
B u r e a u  o f  R e c l a m a t i o n ,  i s  e n t i t l e d  t o  be r e i m b u r s e d  f o r  
l o a n  c l o s i n g  c o s t s  h e  i n c u r r e d  when p u r c h a s i n g  a new 
r e s i d e n c e  i n  O r d ,  N e b r a s k a ,  a f t e r  b e i n g  t r a n s f e r r e d  f rom 
a p o s i t i o n  i n  S a l i d a ,  C o l o r a d o ,  t o  o n e  i n  O r d .  Because 
o u r  d e c i s i o n s  a n d  t h e  a p p l i c a b l e  r e g u l a t i o n s  c h a r a c t e r i z e  
a lump-sum l o a n  c l o s i n g  fee  a s  a n o n r e i m b u r s a b l e  f i n a n c e  
c h a r g e ,  Mr. P i e r s o n  i s  n o t  e n t i t l e d  t o  r e i m b u r s e m e n t  f o r  
any p a r t  of t h e  f e e .  

I n  p u r c h a s i n g  h i s  n e w  r e s i d e n c e  i n  N e b r a s k a ,  
Iir. P i e r s o n  i n c u r r e d  l o a n  c l o s i n g  costs  o f  $ 3 , 1 5 0 .  T h i s  
f e e  w a s  p a i d  i n  c a s h  a t  t h e  time of t h e  p u r c h a s e  a n d  was 
l i s t e d  a s  a cost  n o t  Incl.clded i n  t h e  f i n a n c e  c h a r g e  o n  
t h e  F e d e r a l  T r u t h - i n - L e n d i n g  D i s c l o s u r e  S t a t e m e n t .  
N e v e r t h e l e s s ,  Mr. P i e r s o n ' s  i n i t i a l  claim was d e n i e d  by  
a n  a u t h o r i z e d  c e r t i f y i n g  or'f icer  of t h e  B u r e a u  b e c a u s e ,  
a p p a r e n t l y ,  t h e  ?oar1 c l o s i n g  f e e  was deemed t o  be a 
n o n r e i n b u r s a b l e  f i n a n c e  c h a r g e .  M r .  P i e r s o n  c o n t e s t s  
t h i s  d e c i s i o n  atld c h a r a c t e r i z a t i o n .  

I n  a n  a t tempt  t o  c l e a r  u p  t h e  mat ter ,  t h e  c e r t i f y i n g  
o f f i c e r  s o l i c i t e d  a n  e x p l a n a t i o n  of t h e  c h a r g e  f r o m  t h e  
f i n a n c i a l  i n s t i t u t i o n s  i n v o l v e d  i n  t h e  t r a n s a c t i o n .  The  
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Federal Land Bank Association described the fee as a 
"prepaid charge which covers various [bank] operating 
expenses such as attorney's fees, appraisal charges, 
loan processing, and other typical operating expenses." 
The Federal Land Bank of Omaha described it as a fee "to 
assess new or existing borrowers those costs associated 
with obtaining new money from the bond market when the 
cost of financing has an adverse effect on the Banks 
[sic] average cost of bonds and capital position." 
with this additional information, the certifying officer 
concluded aqain that the closing fee was part of the 
finance charge, despite the fact that the loan disclosure 
statement indicated otherwise. Mr. Pierson now seeks a 
decision from our Office. 

Paragraph 2-6.2d of the Federal Travel Regulations 
(FPMR 101-7 ,  September 1 9 8 1 )  (FTR), defining which mis- 
cellaneous expenses are reimbursable in connection with 
the purchase and sale of residences, provides that: 

' I *  * * no fee, cost, charge, or expense 
is reimbursable which is determined to 
be a part of the finance charge under 
the Truth in Lending Act, Title I, 
Public Law 90-321, and Regulation Z 
issued pursuant thereto by the Board of 
Governors of the Federal Reserve 
System * * *.'I 

The relevant part of Regulation 2, 12 C.F.R. 
Part 226, states: 

" 2 2 6 . 4  Determination of finance charge. 
(a) General rule. Except as otherwise 
provided in this section, the amount of 
the finance charge in connection with any 
transaction shall be determined as the 
sum of all charges, payable directly or 
indirectly by the customer, and imposed 
directly or indirectly by the creditor as 
an incident to or as a condition of the 
extension of credit, whether paid or pay- 
able by the customer, the seller, or any 
other person on behalf of the customer to 
the credi%or or to a third party, including 
any of the following types of charges: 

* * * * * 
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"(2) S e r v i c e ,  t r a n s a c t i o n ,  
a c t i v i t y ,  or c a r r y i n g  c h a r g e .  

" ( 3 )  Loan f e e ,  p o i n t s ,  f i n d e r ' s  
f e e ,  or s i m i l a r  c h a r g e . "  

I n  d e t e r m i n i n g  w h e t h e r  or n o t  a p a r t i c u l a r  payment 
is a f i n a n c e  c h a r g e ,  t h e  s t a t e m e n t  o f  a l e n d i n g  j . n s t i t u -  
t i o n  c a n n o t  s i m p l y  be  a c c e p t e d  a s  t h e  f i n a l  l e g a l  c h a r a c -  
t e r i z a t i o n  o f  t h e  payment.  R a t h e r ,  agency  r e v i e w i n g  
o f f i c i a l s  m u s t  examine  t h e  i t e m  i n  l i g h t  o f  R e g u l a t i o n  Z ,  
12 C . F . R .  S 226.4 ,  and d e c i s i o n s  of t h i s  O f f i c e .  Matter 
o f  T a y l o r  and Keyes ,  - B-208837, December 6 ,  1982;  Matter 
o f  DeFazioTB-191038,  November 28, 1978. 

R e g u l a t i o n  Z e x p r e s s l y  c a t e g o r i z e s  l o a n  f e e s  a s  
f i n a n c e  c h a r g e s  when t h e y  a re  imposed i n c i d e n t  t o ,  3r as 
a c o n d i t i o n  o f ,  t h e  e x t e n s i o n  of c r e d i t .  We have  con- 
s i s t e n t l y  h e l d  t h a t  a lump-sum f e e  f o r  t h e  p r o c e s s i n g  or 
c l o s i n g  o f  a l o a n  f a l l s  w i t h i n  t h e  d e f i n i t i o n  o f  a 
f i n a n c e  c h a r g e  unde r  R e g u l a t i o n  Z ,  and n o t  w i t h i n  any  o f  
t h e  e x c l u d a b l e  items l i s t e d  i n  S 2 2 6 . 4 ( e ) .  Matter of 
T a y l o r  and Reyes ,  s u p r a ;  Matter of T u r l e y ,  B-204015, 
September  18 ,  1981;  M a t t e r  o f  Z i c h ,  54  Comp. Gen. 827 
( 1 9 7 5 ) .  I f ,  however ,  t h e  lump-sum f e e  i n c l u d e s  s p e c i f i c  
c h a r g e s  which would o t h e r w i s e  b e  r e i m b u r s a b l e ,  t h e r e  m u s t  
b e  a s p e c i f i c  l i s t  o f  t h e  s e r v i c e s  and a n  a l l o c a t i o n  o f  
t h e  c h a r g e s  t h a t  a re  i n c l u d e d  i n  t h e  lump-sum amount ,  and 
o n l y  t h o s e  items t h a t  are  s p e c i f i c a l l y  e x c l u d e d  from t h e  
d e f i n i t i o n  o f  a f i n a n c e  c h a r q e  by 12 C.F .R.  5 2 2 6 . 4 ( e )  
may b e  r e i m b u r s e d .  Matter of Taylor  and Keyes ,  s u p r a ;  
Matter o f  T a y l o r ,  60 Comp. Gen. 531 ( 1 9 8 1 ) .  

Accord ing  t o  t h e  above  g u i d e l i n e s ,  t h e  $3 ,150  
lump-sum l o a n  c l o s i n g  f e e  of M r .  P i e r s o n  is  a 
n o n r e i m b u r s a b l e  f i n a n c e  c h a r g e .  Al though t h i s  con- 
c l u s i o n  is c o n t r a r y  t o  t h e  l e n d e r ' s  c h a r a c t e r i z a t i o n  
o f  t h e  f e e  on t h e  Tru th - in -Lend ing  Disclosure S t a t e n e n t ,  
t h e  d e f i n i t i o n  of  a f i n a n c e  c h a r g e  se t  f o r t h  i n  Regu- 
l a t i o n  2 is  c o n t r o l l i n g .  Whi le  t h e  d e s c r i p t i o n  of t h e  
F e d e r a l  Land Bank Assoc ia t ion  i n d i c a t e s  t h a t  some or a l l  
of t h e  c l o s i n g  c o s t s  may f i t  w i t h i n  o n e  or more o f  t h e  
r e i m b u r s a b l e  f e e  e x c e p t i o n s  under  s u b s e c t i o n  ( e )  o f  1 2  
C.F .R.  S 226.4,  t h e  i n d i v i d u a l  c o s t s  a t t r i b u t a b l e  t o  e a c h  
i t e m  are n o t  l i s t e d  a n d ,  t h e r e f o r e ,  i t  i s  n o t  p o s s i b l e  t o  
d e t e r m i n e  w h e t h e r  any p a r t  o f  t h e  lump-sum f e e  i s  
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reasonable or reimbursable. 
reclaim voucher may not be certified for payment .  

Accordingly, Mr. Pierson's 

=de+& Comptroller General 

of the U n i t e d  States 
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